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EDITORIAL
It is becoming daily more obvious that
the accountant must be more than a
man of figures if he is to join the march
of progress as he is expected to do. No longer can he merely
acquire the principles of debit and credit, understand or profess to
understand the philosophy which underlies the old theories of
double-entry, achieve a certain proficiency in the science of analy
sis, and then present himself to the world as a master of his craft.
There is more to it nowadays than that. And yet the truth of the
matter is that a great many who call themselves accountants are
not even in the narrowest sense accountants, because they have
failed to grasp the opportunity which has dangled before them.
They know, these conservatives, that the conditions under which
business is conducted change constantly, and they must see that
with the development of modern practices there will come also a
great change in the scope and influence of ordinary business.
Yet far too many accountants are so blind to the significance of
things that they walk in the past and think that they are going
forward. Tradition plays the leading part in their drama. What
was good enough for the fathers is good enough for the sons—and
some of the sons are more easily satisfied than ever their fathers
were. It is so pleasing to follow that dulcet way of good-enough,
and it demands so much of one to march with the leaders, that
almost unknowingly many men select the old and let others, who
will, push ahead to the new. Tradition is an effigy, sometimes
beautiful, always worth remembering. Strangely enough, ac
countancy which is the newest of all the larger professions, has
among its practitioners many men whose sole authority is an
401
The Broadening Way
of Accountancy

The Journal of Accountancy

tiquity. There are some very sacred idols in the temple of ac
countancy under which someone someday is going to draw a huge
point of interrogation. Some brash, young iconoclast is going to
ask, Why? And then, when no one has been able to give him an
answer, he will go further and ask, Why not something else? For
example, there are bold spirits even now, who in an expansive
mood of postprandial relaxation will say—but not to be quoted,
mark you—that so familiar an image as the balance-sheet may
not be the holy thing it has been thought to be. In moments of
utter frankness it has been suggested by some fairly erudite mem
bers of the congregation that the time may be at hand when it
will be wise to tear down this old idol and let its place be taken
by another form which will be more intelligible to the common
people. And—let this be whispered at low breath—there have
been daring young blades who have gone to the ridiculous ex
treme of thinking and saying that even in the very holy of holies,
double-entry, there may be a good deal of hocus-pocus which will
be carried out some day when a lot of other antique objects of
adoration are transferred to a museum.
Now this, of course, is nothing less than
sacrilege. What could be more ideally
adorable than the limpid clarity of the
traditional balance-sheet or the sacrosanct infallibility of the
principles which an early Italian monk enunciated about the time
when Christopher Columbus, seeking India, stumbled upon
America? We abjure all thought of agreeing with the heretical
utterances which have been quoted. Life is sweet to most of us,
and the effective offices of the holy inquisition are not sought.
We mention these things only to show how moderns will try to
overthrow the traditions of the elders. There is, however, room
for a good deal of improvement in the development of the profes
sion to which it may be safe to point without bringing down fire
and brimstone upon devoted heads. Let us consider, for example,
the relationship between accountancy and the science of econom
ics. There is much to be said about that and yet it is seldom
discussed. Perhaps the indolence of the ordinary man is the
reason for the silence which prevails. It is rarely that any new
subject finds place on the programme of a meeting of accountants.
Let one take up the list of topics for any meeting and he will find
at least one paper on the relationship of the banker and the
402
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accountant—usually consisting of a didactic pronunciamento by a
vice-president of a bank—an address on the income-tax, a dis
cussion of an item or perhaps a group of items in the accounts,
and that is all. Makers of programmes do not go far afield. The
principles of economics are not often considered, and that prob
ably is due to a general indisposition to bring forward a topic to
which most of the audience will be cold. But it is certainly true
that the accountant of today must give attention to economics
if he is to render to the public that comprehensive, intelligent
advice and assistance which the public has a right to expect.
There are other subjects as well to which the accountant must
address himself if he is to be something more than a rather costly
calculating machine; but for the moment it is sufficient to mention
economics. In one state, Maryland, the law governing the certi
fication of accountants provides that there shall be an examination
in political economy, but no other state goes even so far as that,
and the American Institute of Accountants is likewise remiss.
The truth is that there has been too strong a desire to make haste
slowly and, as often happens when that adage is applied, the result
has been to make haste not at all. There is much to be said in
favor of avoiding a too diffuse curriculum in school and after
school, but there is more to be said in favor of including all
requisite knowledge in the mental equipment of the practitioner.
And we doubt if any accountant will deliberately deny that in
most of his problems an acquaintance with the basic principles of
economics would be of value. The accountant who thinks only
in terms of statistics and ignores the wide effects of the applica
tion of accounting theories is not only unwise, but he is verily in
danger of being a calculating machine, without the mechanical
accuracy of that indispensable aid to business.

It must not be forgotten that the science
of economics, like accountancy, is not
exact. It is largely a matter of opinion,
and the most eminent economists often differ radically. It is not
enough, therefore, to have read and learned something of econom
ics at college. What was commonly accepted as sound then may
be quite obsolete now. It seems that the accountant needs a
continuing apprehension of the developments in economical
thought and with that an eclectic individuality which will enable
him to form his own conclusions about questions which arise. It
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will often happen that the accountant, with his more practical
mind, will discard entirely the fine-spun theories with which many
pure economists charm themselves. No one except the economist
is quite sure that the economist is always right; but the account
ant who is an economist as well is in happy state, for he has a
knowledge of two closely related sciences, and, knowing their
relative weights and strength, he can employ both in maintaining
perfect balance. There are some accountants who have recog
nized the necessity for a broader knowledge but they are not
many. They are forerunners at present but the rest of the pro
fession will catch up to them sooner or later. In the meantime,
it might be a good plan for the Institute to consider the possible
advantages of including an examination in economics among the
subjects required of applicants for admission. It would not be a
simple matter to effect a change of that sort in the examinations
conducted by state boards, whose operations are controlled by
specific legislation. But if the Institute were to set an examina
tion in economics for its own applicants the force of example
might lead gradually to general adoption of the additional subject.
Of course, someone will ask, “ If economics, why not half a dozen
other subjects as well?” The answer might be, “Why not,
indeed ? ’’ But it does not require any great stretch of imagination
to regard economics as a vital part of the theory of accounts.
And if there is to be an extension of the training of the account
ant, it seems quite reasonable that the first new subject to be
introduced should be that which is obviously germane.
Accountants are often amused and oc
casionally somewhat annoyed by the
willingness of a large section of the daily
press, especially in a few of the great cities, to allow the account
ant to hide his light under a bushel. It is generally admitted that
the accountant is not much given to the modern practice of tooting
his own horn. An upstart here or there may announce to a deaf
public that he is really about the best and ablest of his tribe, but
when the sound of the trumpeting has died away nothing remains
save an aching ear. Nobody believes that any professional man
who extols himself or his accomplishments deserves attention.
But that is on the subjective side of publicity. Most of us, in
whatever walk of life we wander, are at least lenient in our judg
ment of those who do the extolling for us. There may be a man

The Amiable Reti
cence of the Press
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or woman who abhors commendation or even flattery, as vehe
mently as many of us profess to abhor it, but if there be such a one
he or she is not within the ken of many. When the press accords
conspicuous mention to the good deeds of a man it is not cus
tomary to protest very violently. And, on the other hand, when
good deeds of public importance are done but not recorded there is
sometimes a little vexation. The subject of newspaper reports
is discussed quite often where accountants congregate, and pre
vailing opinion seems to be that whatever the practitioner may
do for the benefit of the world he must rest content in the sense of
accomplishment. He may enjoy the true solace which came to
the Village Blacksmith.
A few weeks ago a rather remarkable
How News is Sometimes
instance
of the silence of the press was
Edited
brought to our notice. A large corpora
tion, whose system of accounting had been radically changed,
issued an announcement explaining the reasons for the adoption
of new principles in computing profits and attributing the intro
duction of the reformed method to a well known firm of ac
countants. The innovation led to a reduction of approximately
fifty per cent. of the published net earnings of the preceding year.
That change constituted news and the daily papers in New York
printed many columns of matter taken from the company’s ex
planation of the case. Some of the leading papers, with quite
unusual frankness, quoted the company’s remarks on the part
played by the accountants in devising and giving effect to the new
policy, and the firm’s name was not withheld; but other papers,
some of them widely read, went to extraordinary pains to see that
the name of the accounting firm which had done this significant
bit of professional work should not be discovered by even the
most searching analysis. Upon reading the announcements and
comments upon the base in such papers one would have been
convinced that the change had arrived by the exercise of some sort
of parthenogenesis. It had no father and needed none. It must
have taken a good deal of time and almost infinite patience to
prepare the news for publication in a form fit for the readers of
those papers. There was nothing careless or slipshod about the
way in which the proprieties were observed. At whatever cost it
was clear that the public was to be protected from the peril of
reading the name of a firm of accountants. If the name was an
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integral part of the news it was the duty of the press to suppress
such a dangerous element—and that duty was nobly done.

The incident would not be worthy of
consideration if it were unique. Per
haps it is not of much importance, any
way. Everyone knows that there are papers whose editorial
function is almost entirely controlled by the advertising depart
ments. A lamentably large section of the press has fallen on evil
days, and the selection of news for publication is not governed by
the public interest so much as by the fear of losing advertising
revenue. The great majority of the newspapers will always con
tinue to serve a splendid purpose, but a much circulated minority
serves solely a selfish end. Even the most reputable papers, how
ever, seem to have an incomprehensible aversion to paying
when the accountant is the creditor. To support that assertion
it is instructive to recall the remarks of a representative of one of
the long established newspapers of New York who openly stated
in the office of The Journal of Accountancy that it would be
idle to look for recognition of accountancy by the press while
accountants did not advertise. Of course, a statement of that
sort was entirely unauthorized. It was merely a silly attempt
at what a brutal exponent would describe as blackmail. But the
extreme care of the daily papers as a whole to avoid anything
which might look like publicity for the accountant or accountancy
sometimes arouses a faint suspicion that perhaps the press is not
passionately devoted to dissemination of the merits of this pro
fession. In many parts of the country the press is perfectly
ready to publish news even when the names of accountants are
prominently concerned. A few of the metropolitan journals are
departing further and further from the absurd reticence of the
past, and probably there is no cause for consternation when one
encounters another instance of emasculated news. The public is
beginning to understand many things which were mysteries to
our forebears and the strange causes which underlie effects are
dug up daily. In time to come soon, it will be a cause of innocent
merriment, as the Mikado used to say, to look back to the period
when news had to be stript of all unremunerative personalities
before it was permitted to run through the printing presses. Until
then accountants and members of other occult professions will have
to go on in unpublished paths doing what is to be done and awaiting
Part of a Common
Policy
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with unruffled serenity the turning of the spotlight. When one
sees bold headlines proclaiming that the Flim Flam Corpora
tion has engaged the legal assistance of the eminent counsel,
Giuseppe Isidor O’Reilly and in the same paper a cautiously
denatured statement, in the smallest possible type, that the
accounts of one of the world’s largest companies are reported by
auditors, name omitted, to indicate substantial increase in earn
ings, let the reader take heart of grace. There are many things
about notoriety worse than lack of it. Lawyers must not adver
tise as merchants should. Accountants as a class will never sink
below the plane of high professional sentiment. The self-adver
tising lawyer has been officially taboo for years, and the press
knows that. Accountants have written for themselves an even
loftier code of ethics, and the press will know that also, after a
while. In the meantime, to be deprived of the glare of publicity
is to have without the asking one of those blessings for which phil
osophy teaches us to strive. To travel without benefit of brass
and wood-wind is not unpleasant after all. One can go faster
and further without accompaniment.
In the latter part of last year The Jour
nal of Accountancy, in the course of edi
torial comment upon a question not
concerned with values of merchandise, referred for purpose of
argument to the old doctrine that assets should be considered to
be worth the cost price or the market price, whichever happened
to be the lower. We did not expect to arouse any great excite
ment by the utterance of a time-honored dogma, but one highly
esteemed correspondent protests. His letter has been among the
matters awaiting attention for some time, but the cares of this
world and the deceitfulness of riches—particularly last October
and November—brought forward so many subjects for comment
that this one was overlooked. It is an interesting topic if there
is any difference of opinion about it. When anything that has
been accepted as verity by the forefathers is challenged by the new
generation it is profitable to give ear to the new as well as the old.
Now, this method of determining the value of inventories at cost
or market, as it is called, has always seemed to be something like
the theory of college examinations—not an infallible guide but the
best available. The notes which induced our correspondent to
smite us were brief and apparently harmless. This is the whole
Cost or Market
Values
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offending: “It is a fundamental theory of modern accountancy
that assets should be valued at cost or market, whichever be
lower. This is not an ideal formula and once in a while it errs on
the side of conservatism, but, taken as a whole, it is a fairly safe
and sane measure of the value of assets. At any rate, no one has
suggested a better way and until some far-seeing accountant can
improve upon the existing philosophy it will continue to find favor
in the courts of the profession.”

It is always pleasing to an editorial
writer when he stimulates criticism, but
in this case it seemed that the motion
would be carried without dissenting voice. However a member
of the house, sitting in one of the front rows, has arisen. He is
saying:

An Old Theory
Attacked

“Your statement with regard to the merit of ‘cost or market
whichever is lower ’ theory of inventory value strikes me as being
somewhat too positive to fit the facts. A number of ‘ better ways ’
of valuing inventories have been suggested by several ‘far-seeing
accountants.’ For example, in determining earnings, inventories
should be valued uniformly at cost, or at market, or on some other
consistent basis suitable for the requirements of the industry and
productive of results which are intelligible and useful in the de
velopment of sound business policies. In presenting a balancesheet, inventories should be valued in accordance with the pur
pose which the balance-sheet is to serve, with the inclusion of
explanatory comment as to values on such other bases as may be
important enough to justify consideration in the circumstances.
In both cases, reserves may properly be provided for anticipated
losses due to price declines, though the amount to be set aside will
not necessarily be governed by the difference between cost and
current market value. The ‘fundamental theory’ so highly
honored in the ‘ courts of the profession ’ is a fetish of the auditor
rather than the accountant. Adequate accounting for managerial
purposes demands a far broader outlook on this problem than
that adopted by many auditors, who would sacrifice clarity to
conservatism and common sense to tradition. Conservatism is
well, but it can be secured without obscuring and distorting im
portant features of operations and financial position through an
illogical, inconsistent, inflexible formula. Is it significant that
most public practitioners are devoted to the orthodox rule?
If common acceptance is a proof of merit, it would seem to follow
that our present laws, public officials, clothing styles, calendar and
weather are better than any others ever suggested. Such
popularity must be deserved! ”
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It is news to us that better ways of valuing inventories have been suggested by
far-seeing accountants, or by anyone
else, for that matter. Certainly the example which our corre
spondent cites does not seem to be eminently lucid or desirable.
He seems to say that inventories should be valued uniformly at
cost or at market, or in some other way, according to the needs of
the business. If that be accountancy we have misunderstood
the function of the profession. It is not the custom of accountants
to regard the needs of the business as a justification for valuing
assets in any special way. Assets and everything else must be
valued at a figure nearest to the true value, without respect to the
needs of the business concerned. Again, our correspondent says
that in a balance-sheet the inventories should be valued in
accordance with the purpose which the balance-sheet is to serve,
without inclusion of explanatory comment, etc. Here again there
is the same objection to be raised, namely, that a balance-sheet is
to tell the truth, irrespective of the purpose to be served in its
publication. It may be that the bases which our correspondent
suggests support nothing except the truth, but we doubt it.
No valuation of assets at cost, for example, is a conservative valu
ation in a falling market, and we all know that markets do fall.
Our correspondent suggests that reserves may be provided for
anticipated losses. If this means possible losses his statement is
correct. If the losses have been anticipated, however, it is diffi
cult to see how the figures can escape the reflection of that antici
pation.

Valuations Cut
to Fit

No one has ever thought or said that a
valuation of inventory at cost or market
is absolutely accurate, but it has been
said, and we believe it to be true, that a rule of this kind, arbitrary
as it seems to be, leads nearer the truth than any other plan which
has been devised. As a matter of fact the letter which has been
quoted above does not suggest any method of valuation at all.
It merely asserts that there are better ways. All right, what are
they? To say that the theory of cost or market is merely a fetish
of the auditor rather than the accountant is confusing. What
distinction is our correspondent drawing between the accountant
and the auditor in this case? And it is all very fine to talk about
an illogical, inconsistent, inflexible formula, but what is gained
Not Perfect but
Useful Still
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by such damnation when the way of salvation is not demon
strated? We will admit gladly that the formula is not perfect,
but we ask for light, not for thunder. For managerial purposes,
which seem to concern the present correspondent, it may be well
enough, and it is generally approved, to carry in the firm’s own
books the cost value and the market value and perhaps other
values as well. But in published reports, which are to inform the
public, unless all bases of valuation are given it is unwise to accept
any one value as quite accurate. The adoption of the costor-market formula is, we think, best calculated to present a fair
picture of the facts which can scarcely ever exaggerate the worth
of assets. The last sentences of the letter are entertaining. If we
read aright, the contention of the correspondent is that those
things which are accepted as correct must necessarily be wrong.
He seems to argue that because the cost-or-market theory is
generally accepted, it must be without merit. And as proof of
his contention he points to our present laws, our public officers, our
styles of clothing, the calendar and the weather. Something
might be done—alas, is being done—about the clothing styles;
public officers might be improved; some of our laws are not uni
versally accepted; here and there an effort is being made to
shatter the calendar; but what can be done about the weather?
We may not like it, but whatever the weather is, it is.

410

